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EQUITY, DEVELOPMENT AND CITIZENSHIP

EQUITY ISTHE MAIN CHALLENGE

“The main challenge facing the region as Its starting point is the ambiguous legacy
we start a new century is that of building moreof change begun in the seventies. Unstable
egalitarian societies”, the Economiceconomic growth and frequent financial
Commission for Latin America and thecrises were exacerbated by a new style of
Caribbean (ECLAC) told member govern-macroeconomic management that tends to be
ments attending its 28th session, held ipro-cyclic. Although there has been
Mexico City in April. “significant progress” in correcting fiscal

The document presented thekequity, imbalances, reducing inflation, modernizing
Development and Citizenshigontains a key economic sectors and achieving more
broad study of the impact of free marketapid growth in exports, the results in terms
reforms during the nineties and suggestsf overall growth, productivity and social
moving attention away from macroeconomicsquality have been disappointing.
and focusing on a more integrated view of Some historic imbalances have increased,
development that emphasizes equality andhile the ability to adapt varies enormously
citizenship. [ (continued on page @ |)

Changes in Poverty and Income Distribution in the 1990s
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REGIONAL DEVELOPMENT AT THE DAWN OF THE 21°" CENTURY

José Antonio Ocampo

quality, Development and and two “master keys”: education andsystems, moderate real interest rates
Citizenship the paper prepared bydevelopment. Education is key to and competitive exchange rates,
ECLAC for its 28th Session, held innfluencing equality, development andcomplemented by active policies for

Mexico last April, offers an integrated citizenship all at the same time. productive development. The latter
vision of the institution’s thoughts on However, it will only be effective if the must be oriented to safeguarding
the challenges this region faces as a economy is also generating quality = competition and regulating non-
new century begins. These challengesjobs. The paper examines in detail thecompetitive markets, correcting faults
are associated with the growing different challenges in these areas, in production factor markets,
demands of market globalization, but among them universal coverage of  stimulating innovation and making the
also the extension of universal values,secondary education and improved most of complementary qualities
particularly human rights, social quality at every level of education, on among companies that can contribute to
development, gender equality, respectone hand, and the need to increase system-wide competitiveness. The
for ethnic and cultural diversity and  workers’ and companies’ ability to paper also points out the need to move
environmental protection. The region adapt to technological change and  toward a fully sustainable development

faces them with a mixed legacy, agenda, encouraging forms of
associated not only with economic competition based on the accumulation
reforms but also the still unresolved Equality requires of capital in the broad sense: human,

consequences of the debt crisis and physical and natural.

societies marked by poverty, exclusion The citizen agenda highlights the

and social inequality. sustained by three need to apply the development agenda
ECLAC underlines the importance  fyundamental principles- equally and in democratic contexts. It

of building on current achievements in also indicates that apart from the

terms of reduced fiscal deficits and problems of equality, our region also

integrative social policies

universality, solidarity,

inflation, export development, and efficiency... shows growing problems of social
economic integration and private sector cohesion. This makes it very important
participation in development. But it to work together to build a stronger
also puts forward the need to find a economic cycles, on the other. It also sense of society, that is, a more broadly
definitive solution to the complex points out the need to extend and malshared awareness of individuals’
issues of equality facing the region. It social welfare systems more mutually responsibility to society, along with
defines advances in this area as the supportive and efficient. spaces for deliberation and reaching
standard by which to measure the In terms of development, the papergreements, and, in general, a culture
quality of our development, in a proposes a style of macroeconomic that encourages peaceful coexistence
context of insufficient consolidation of management that pays due attention tand collective development based on
recovery, economic growth and inflation and external balances but alswlerance of difference and the
strengthening of democracy. focuses on stable economic growth amegotiated solution of conflicts.

Equality, the paper states, requiresemployment. It adds that
integrative social policies sustained bymacroeconomic policy must place a
three fundamental principles, higher priority on the goals of

. . . . . . . R '|'he author is ECLAC’s Executive Secretary.
universality, solidarity, and efficiency, economic growth, based on solid fisca
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among the few “world-class companies” and the rest. Existirgcomplementary process of building on current achievements
production chains were seriously disturbed and job markahd, where necessary “reforming the reforms” to ensure they
conditions deteriorated in many countries. respond better to the region’s realities.

Not all these problems can be blamed on the impact of No single model can be universally applied and different
reforms, but there is disagreement over their results, particuladguntries need different measures. But today some factors have
in political and social spheres. clearly emerged, among them the need for assertive public policy

The situation is all the more complicated due to the growirgpnceived not in opposition to markets but rather to create,
importance of the international context inspiring many of thesmmplement and regulate them to ensure they work properly.
reforms: globalization offers numerous opportunities, but al$6CLAC refers to this as “enhancing market potential”.
risk, particularly in the form of new sources of trade and, above Equally important is achieving the social and environmental
all, financial instability. sustainability essential to any true development process. In fact,

ECLAC criticizes the incomplete and unbalanced nature of both the medium and long term, economic success depends
globalization, particularly its policy agenda and the “globabdn it. “Economic organizational frameworks are only
financial architecture” of institutions associated with it. Nevinstruments to achieve broader social goals”, the report warns.
mechanisms guaranteeing the general coherence of cen&ala result, “we need to refocus the region’s development
economies’ macroeconomic policies, international mobility gfatterns around a central principle, equity”.
the workforce as well as capital, goods and services,
mobilization of resources to compensate those countries and
social sectors left behind, and codes of conduct for transnational

corporations are all urgently needed.
; : The full text ofEquity, Development and Citizenshgpavailable on the ECLAC
The debate has led to proposing a second or thl\i{v%b site: http://www.eclac.cl and in print format, from the Distribution Unit,

“generation” of reforms. Instead, ECLAC suggests the need fiaublications@eclac.cl

INVESTMENT IN EDUCATION SHOULD RISE BETWEEN 1% AND 2%

“Differences in educational achievement argjuality and ensure the efficient use of resources. This led to the
the most decisive factors in generatingoartial recovery of teachers’ salaries and investment in educational
inequality and limiting access to well-being”, infrastructure. At the same time, almost all countries implemented
ECLAC concludes, in its papeEquality, Development and educational reforms.
Citizenship The result has been significant progress in terms of coverage,
For Latin America and the Caribbean to overcome povertgnd particularly girls’ participation in the system. However, the
the region’s countries must improve both the quality and tteglucational system’s inner dynamics have not responded well to
coverage of education and educational continuity. Annu@hanges in production and other social transformations. Teachers’
spending on education should rise between 1% and 2%, dependfagning, course content, and learning models don’t reflect
on the case. According to ECLAC, this is “within the reach” ogconomic requirements or the need to more fully exercise
all countries. “Even where occupational structure shows majeitizenship.
differences in income, equity can be improved by increasing Although gross education rates are very high in Latin America
equality of opportunity among the children of upper, middle arehd the Caribbean, ranking in the mid-range compared to the
low income families, so they can gain access to better jobs”, ti&st of the developing world, 40% of students quit school before
study observes. finishing an elementary education. Those who continue are often
From 1950 to 1980, the region’s educational systems gr@eorly adapted to society and often prove unable to use education
very fast. During the eighties, cutbacks to social spending, tteebreak the chain along which poverty is transferred from one
result of the debt crisis, slowed growth, but the situation improv@éneration to the next.
in the last decade. During the nineties, almost all governments As it stands, the educational system is “at one and the same
made an effort to update their educational systems, improve tH#ie a tool for integration and segmentation”, the report states.




Coverage levels for primary education are good (although so = = Improvina Educational Suppl
countries show a deficit in this regard). On the other hand, therjEs i HAeili 1 Se upply

an enormous lag, which is on the rise, in secondary and higher . . )
. . . I - . Latin America and the Caribbean must now work to ensure
education, in comparison with industrialized countries or the

rapidly growing Asian countries. §tudents stay Ionger. inthe educatiqnal system, and to §ubstantial|y
improve the quality of educational supply. This means
“guaranteeing lower income groups the educational supply and
preray: mechanisms necessary to remain longer in the system, acquire
e Barriers to Progress the training they need and as a result enjoy greater socio-
- occupational mobility in the future”, ECLAC argues.

The extremely high repetition rate from grade one on among To succeed, these policies must establish a variety of
students from low income homes prevents their advancing througproaches that focus on family and community environments
the system. In fact, access to quality education remains extremstyaping children before they reach school. For example, it's
segmented by socio-economic sector. In spite of region-wittaportant to combine increased coverage of pre-school (pre-
growth in education over the past 15 years, social origin std{/stem) education, with other policies that aim to improve the
plays a decisive role in who completes high school. Currentlgarning content and models within the system itself (intra-
only about 20% of children whose parents did not complesgstem), as well as expanding opportunities for participation in
elementary education successfully finish this level. In contrashe work force once the student has completed education (post-
when it comes to the children of parents who finished at least t®ystem).
years of education, 60% complete primary school (see graph). The region’s educational systems must “adjust as they go”,

In addition, although average years of study for young peogg acting in several areas at once. First, they must concentrate
have increased in recent decades, exceeding those of their paremntseaching universal coverage of secondary education as soon
this shift has not been enough to improve the opportunitias possible. According to ECLAC, 10-12 years of education is
available to young people from poor social strata. Furthermotae average minimum required in the region to achieve a 90%
young people from poor families are paid 30-40% less than youpbability of avoiding, or at least not continuing, in poverty. To
people with the same educational level but higher income famaghieve this goal, annual spending on secondary education should
backgrounds. It has been demonstrated that more educationse 1-2%, depending on the country. According to the report,
necessary but insufficient to improve equality of opportunity. this is “within reach” of the region’s countries.

Many countries also show marked differences among regions, Secondly, this effort must democratize and reach mainly the
both in coverage and quality, with rural education laggingoorest children. Among other things, this means increasing the
noticeably. One important factor is associated with the fact thaimber of hours students spend at school to overcome limitations
growth in the number of jobs caused by higher enroliments hiasthe family’s educational climate, offering school meals,
not brought better working conditions for teachers, who receivtecreasing community participation and even providing subsidies
low salaries, few incentives and little training. to discourage early entry into the work force.

600

Years of Education Needed to Reduce the Probability of Falling into Poverty
(Latin America, urban areas of some countries, early 1990s)

Country Years of schooling Average income in multiples of the poverty line Percentage not poor
Argentina 1997 12-14 7.5 95
Brazil 1996 10-11 7.1 92
Chile 1998 12-14 6.3 91
Colombia 1997 12-14 438 87
Costa Rica 1997 13-14 8.1 96
Dominican Rep. 1997 13-14 6.2 88
Ecuador 1997 12-14 4.1 70
El Salvador 1997 11-12 59 89
Panama 1997 12-14 7.0 93
Paraguay 1996 12-14 49 88
Uruguay 1997 10-11 6.1 98
Venezuela 1994 13-14 41 79

Source: ECLAC, based on special tabulations from national household surveys.




Also, education must provide the skills required by our mode|
information-based society, particularly those that encoura
“learning for the sake of learning” as opposed to the mo ANN%%'AE%%WTH
traditional skills based on repetition and the mechanic ’
accumulation of knowledge. Fourthly, those in charge ¢
designing policies must also meet the challenge of the ever hig
levels of education required to successfully enter the work for¢
Finally, the educational system must play a role in building state systems,‘moderate interest rates and competitive
modern culture of citizenship and democracy, which in the lo exchange rates, to avoid imbalances and shocks.
term will decide the health of the development process. The macroeconomic style in effect throughout the
LUCREIRLELERELT N SIEERUVEUC RN CISIRREIE  region during the past decade did not achieve stable growth

resources, labor productivity and systemic competitiveness, wh EReTa el lo 1=l R R O E e R U A g T AT M AR
makes it essential to meet these educational goals. If we achigNe N DIITgTa RIS AR T2 N f= o e kNI g o 1 [SoRe ([ RAR I O Y

them, social integration and self-confidence will also rise. some significant _achievements, among them greater
this can be done, the Commission says, if there are quality jQEERe=lello]1[1aAe]#1aF: (e (o1-{efo]alo]qI (=111 pTo] g ul=IH (=10 ([l=To RTali N o] B
available for graduates. and the consolidation of viable “fiscal pacts”.
Educational reforms have been directed at modernizing a But the costs of volatile growth have been enormous.
decentralizing their management, providing greater autonomy SR ERVRY(EESNE S CIEL RN RN PR ClglecR /I g 4
students, redefining public and private sector roles, traini iU degaQes, RBveIPh increased in every.ca.se.Thls
teachers, broadening the system’s funding sources and optimi B SAUSID RIS Idges | CRK eI 3 L VEIIEMS
the mechanisms for assigning resources. of macroeconomic policy and to regularly stimulate
So far, societies have placed less emphasis on program awareness of this aspect in official analyses used to make
improve the quality of education and strengthen the ties betwe dec'EssLnZC " BN X5 e rmments “have
. . S elieves that the regi Vi ]
the educational system and the rest of society, which is w g g .
. . . . shown a marked preference for policies that tend to
ECLAC is proposing now. Public spending should place t . A
, L ) R accentuate the real economic cycle”, which in turn has led
highest priority on “resolving problems of participation

T . ) . . to acute crises in some countries: It suggests developing
continuity and quality of education, with a clear emphasis d active, anti-cyclic policies that take into account the
equality...”

economic cycle and include long-term growth as their
explicit goal. Preventing crises is intimately linked to the
appropriate administration of periods of bonanza.

Economic policies should target 6% annual growth or
more as a desirable goal, according to ECLAC. This growth
should be firmly based on three fundamental pillars: solid

EMPLOYMENT: AQUILLES’ HEEL OF REFORMS

Failure to create quality jobs has been theome cases, reduced wages, a combination that varies by country
“Aquilles” heel of reforms”, ECLAC states, in but is present everywhere. More specific problems include: youth
its papeiEquity, Development and Citizenship unemployment tends to double national averages and is more serious
in reference to free market policies thatamong women; women have limited access to trades and professions
transformed the region’s economies from theffering more quality and prestige; and women face persistent wage
mid-seventies on. Employment and education are both crucialdifferences compared to men.
overcoming social inequality and economic backwardness, According to the figures of the international organization, the
according to the United Nations organization. The countries of Latiegion needs to create at least 6 million jobs annually for the next
America and the Caribbean have a lot to do on both issues.  decade to avoid rising unemployment and underemployment.
The region’s employment situation suffers from significanBetween 2000 and 2010 the working age population will increase
weaknesses in terms of “its level, marked inequality of accesship about 53 million, 1.2 times faster than population growth as a
productive jobs and a decline in the quality of social protectiamhole. Allowing for a foreseeable increase in participation rates,
programs”, ECLAC states. the economically active population will also rise to 270 million
ECLAC's analysis reveals that the new century has begun witlorkers at the end of the first decade of this century. This means
open unemployment on the rise, deteriorating job quality and, timat 5.3 million people will join the work force every year.




Latin America: Unemployment Rate, 1990-1997

Years Total
Argentina (Bs.Aires) 1990 25.4 475
1997 14.3 41.3
Brazil 1990 3.7 8.6
1996 6.9 133
Chile 1990 8.3 28.8
1996 5.7 19.7
Colombia 1990 a/ 10.3 225
1997 9.9 213
Costa Rica 1990 4.6 18.0
1997 5.7 23.6
Dominican Rep. 1997 16.7 411
Ecuador (urban) 1990 6.1 17.5
1997 9.2 235
El Salvador 1995 7.6 17.1
1997 8.0 15.0
Honduras 1990 42 83
1997 32 9.0
Mexico 1989 2.7 BI5
1996 4.4 5.2
Nicaragua (urban) 1997 12.9 39.5
Panama 1991 16.1 323
1997 134 295
Paraguay (urban) 1990 b/ 6.5 25.6
1996 8.2 20.1
Uruguay (urban) 1990 9.0 211
1997 114 24.2
Venezuela 1990 9.2 383
1997 111 29.6

1t Decile |10 Decile

8.0
29
12
2.9
19
0.9
2.2
3.5
12
11
6.6
12
2.8
18
2.2
1.9
13
11
15
4.1
4.4
3.5
2.0
1.9
2.7
3.4
13
3.3

D1/D10

5.9
14.2
7.2
4.6
15.2
219
10.2
6.1
15.0
215
6.2
14.6
8.4
05
6.8
1.7
6.9
3.2
35
9.6
7.3
8.4
12.8
10.6
7.8
7.1
29.5
9.0

Source: ECLAC, based on special tabulations from household surveys.
a/ Only 8 major cities. b/ Metropolitan area of Asuncion.

Median Income at the Poverty Line Non-professional,

Non-technical. Formal and Informal Sectors

Countries Year Formal informal
sector sector
Bolivia 1997 3.2 2.2
Brazil 1996 38 24
Chile 1996 4.3 2.6
Costa Rica 1997 48 32
Dominican Rep. 1997 35 24
Ecuador 1997 29 18
El Salvador 1997 33 2.3
Honduras 1997 18 11
Mexico 1996 2.8 1.7
Nicaragua 1997 3.0 1.6
Panama 1997 4.1 2.6
Paraguay 1996 31 2.3
Uruguay 1997 4.6 3.0
Venezuela 1997 24 17

Ratio
Median
income

15
1.6
17
15
15
1.6
14
1.6
16
1.9
16
13
15
14

Source: ECLAC, based on special tabulations from household surveys of the respective countries.

Meanwhile, Latin America’'s Gross Domestic Product was
expected to grow 3.2% annually from 1990 to 2000. Estimates
prepared by ECLAC in 1996 indicate that to reduce unemployment
and underemployment, economies should average 6% annual
growth. But from 1991 on, unemployment has risen. Urban
unemployment rose from 5.8% in the early nineties to 8.7% in 1999,
reflecting insufficient growth during this period. As well, with few
exceptions, real wages have increased slowly and in some cases
have even dropped.

The region’s economic growth in recent years, which has been
low and unstable, focused in many countries on dynamic capital or
natural-resource intensive sectors, “which has led to the exclusion
of workers whose specific qualifications have been devalued.” This
has been compounded by a significant increase in both the general
population of working age and participation in the work force, as
well as the structural gaps in the quality of work available and the
qualifications required by transformations, be they technological
or in the productive structure itself.

The Salary Gap Widens

Over the past decade, technological and organizational changes
in companies, as in the economy as a whole, have increased social
inequity.

On one hand, growth in employment and income has benefited
a small group, a situation particularly apparent in the widening wage
gap between workers with different levels of education. The
widening of this gap is directly linked to and reinforces the structural
segmentation of the job market, with a formal or modern segment
at one extreme, enjoying good working conditions, and those
segments characterized by low productivity and hazardous
conditions at the other. These segments also differ widely in terms
of job security, wage levels and productivity, training and upgrading
possibilities, length of unemployment periods, turnover in both jobs
and employers, social security coverage, the working environment,
and the presence or absence of contracts.

Latin America :
Structure of Urban Employment
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Source: ECLAC, based on data from Panorama laboral, 1998, International Labour Organization
Regional Office for Latin America and the Caribbean, Lima, 1998.




Percentage of women of active age who are employed according to level
of household income, urban areas 1990-1997

Argentina Bolivia Brazil Chile Colombia Costa Rica
1990 1997 Change | 1990 1997 Change | 1990 1997 Change |1990 1997 Change | 1990 1997 Change | 1990 1997 Change
Total 355 36.6 11 40.6 46.0 54 425 445 2.1 28.0 35.2 7.2 37.7 412 35 364 385 2.1
1tQuartile| 17.8 19.6 18 242 351 10.8 329 35.6 2.7 16.7 19.2 24 25.6 26.5 0.9 216 257 41
29 Quartile| 27.3 29.1 18 40.3 457 54 411 441 3.0 27.2 324 52 35.0 38.7 3.6 319 324 0.5
39 Quartile| 42.7 43.1 04 46.9 49.7 2.8 46.5 47.9 14 36.2 40.6 43 411 46.3 53 438 434 -04
4" Quartile| 57.8 58.3 0.6 514 54.3 2.8 50.1 51.6 14 441 50.5 6.4 50.1 55.6 55 493 548 55
C4/Cl | 324 298 0.3 212 155 03 152 145 05 263 263 26 196 210 6.1 228 213 13

Ecuador Honduras Mexico Panama Uruguay Venezuela
1990 1997 Change |1990 1997 Change |[1990 1997 Change |{1990 1997 Change |1990 1997 Change | 1990 1997 Change
Total 381 416 35 408 469 6.1 347 390 43 318 376 5.8 384 395 11 314 396 82
1Quartile| 240  28.6 4.6 311 379 6.8 251 305 54 16.0 20.7 4.7 301 327 25 152 233 8.1
2 Quartile| 339  37.2 33 371 440 6.9 332 349 17 253 322 6.9 380 388 0.8 249 368 119
39 Quartile| 42.6 45.1 2.6 38.8 495 10.7 40.9 444 34 39.8 443 44 43.0 42.1 -0.9 370 457 8.6
4" Quartile| 53.8 59.2 54 55.5 56.9 13 40.8 49.3 8.5 494 55.7 6.3 440 46.8 2.7 519 543 24
C4/Cl | 224 207 12 1.78 1.50 0.2 1.63 1.62 1.6 3.09 2.69 13 1.46 1.43 11 341 233 0.3

Source: ECLAC

As employment has grown slowly and unevenly, so has thee no simple solutions, ECLAC examines the measures necessary
informal market. The informal sector covers an increasingly large shewedeal with this situation. In particular, it points to the need to
of jobs, at the expense of formal private companies and the pulligpport small and medium-sized firms through credits and the
sector. Social benefits have declined, even for salary-earning employgesation of productive chains and support networks that will allow
who, because they are covered by a contract, usually enjoy more adtess to share training, technology and information.
to social security systems. Ongoing training to face changing circumstances will be

Recent estimates from the International Labor Organization (IL@articularly crucial, as will the development of labor relationships
indicate that throughout Latin America, the percentage of urban, saldahat are both flexible and participatory, based on dialogue among
earning employees formally affiliated to a social security systemmions, business executives and government. The purpose of all
dropped from 67% in 1990 to 62% in 1998. Moreover, the numbertbfs should be to reconcile competitiveness with job security and
those actually paying into pension systems has dropped noticeataystrengthen “labor adaptability”, taking into consideration
which suggests a future decline in benefits and raises questions aboytloyers’ and workers’ needs, and thus increasing productivity.
the new pension systems’ ability to meet their goals. Participation systems for workers and unemployment insurance

After a somewhat gloomy analysis that acknowledges thesiee among the specific proposals in this rega:d.

UNIVERSAL ACCESS, SOLIDARITY AND EFFICIENCY MUST
INSPIRE ECONOMIC AND SOCIAL POLICIES

Social welfare is an ethical imperative thafocusing mostly on the poorest sectors, and the private sector has
must be compatible with but not subordinatdeen encouraged to participate more, in the belief that economic
to macroeconomic stability, ECLAC hasgrowth would automatically bring social benefits. Decentralization
said. Reforms during the nineties reducegvas another major goal of these policies.
inefficiencies in the state administration of social services but have The result has been a more efficient use of resources. After the
tended to show few successes “in building fairer societies”.  “lost decade” of the eighties, public spending on social welfare
The old social welfare systems administered by the State wéi&s increased significantly, while institutional structures have
segmented and regressive. Because they weren't subject to integn@ivn stronger and transparency has improved.
controls and balances, they benefited those groups most organizedNonetheless, “there has been no significant progress made in
within society and not those who were poorest, and they lackietims of access and quality or toward reducing poverty”. In some
incentives to increase coverage and ensure universal accesses, the approaches used “openly distance themselves from the
“working against the goal of equality”. principle of solidarity central to any social policy”.
From the eighties on, and as part of market reforms, a critical In light of this experience, ECLAC argues that the time has
view of the concept of universal access to social services has tageme to approach social policy in a more integrated fashion.
over. The public sector’s role has been reduced, with servi¢éiiversal recognition of economic, social and cultural rights has




changed the framework of social policy,” ECLAC states. Socialpplying effective evaluations and providing institutions involved
services and goods have different connotations from others becaugk more autonomy.
they are also merit goods (rights and goods imbued with key social Other principles include the need for equivalency criteria
values), that is, rights that the market alone cannot guarantee aodsistent with macroeconomic policy, maximizing the “virtuous
for which the State has an unavoidable responsibility. circles” that exist between different criteria for social benefits
It is essential to approach social policy as a whole, so thaf@ducation, health care, social protection, nutrition, housing and
brings together “the principles of universal access, solidarity ahdsic services).
efficiency in a way that is compatible with the demands and Equality, Development and Citizenshiptically examines
possibilities of economic growth, overcoming the view of aome of the different models for health care and pension programs.
centralized state”. An economic, social and political balance muGbuntries have adopted a variety of designs combining public-
be struck that ensures the provision of the best social welfare witpiivate roles in implementing reforms. We can see significant
a framework of equality and development that facilitates thdifferences, for example, in the measures used to introduce
convergence of individual interests with those of society as whommpetition, structure solidarity programs and adapt to the specific
The Commission is aware of the enormous difficulties that stezharacteristics of health care and pension markets.
from the inevitable conflicts between what is desirable and what is In the case of health care, transformations have brought private
possible, between social and economic goals, between intglayers and competition into insurance or the administration of
temporal priorities and between social maximums ancbmpulsory insurance, and introduced competition among public,

microeconomic efficiency. private and quasi-market approaches to providing public services.
s In some cases, the rules for contributing have been changed to
Three Guiding Principles include risk insurance, associating fees with individual or group

risk indicators.

To contribute to resolving these potential conflicts, some For pension systems the fundamental reform has been the
guiding principles are in order. Universal access, for example, isnéroduction of individual capitalization systems, combined with
“basic ethical principle” intimately linked to the principle ofchanges to the basic parameters - fee payments, replacement rate:
solidarity, which in turn is based on sharing the costs of socehd retirement ages - to improve the system’s financial
policy according to each person’s ability to pay. Selectivity is gerformance. Similarly, changes have sought to clearly link fees
way of ensuring that social services reach the poorest memberamd benefits (equivalence criteria), leading in some cases to the
every country and every community. Solidarity, on the other hangteation of individual funds feeding into pension funds that are
is based on the idea that individual and social welfare are mutualien invested on financial markets and administered by private
interdependent. firms (the individual capitalization system).

The third principle, efficiency, should strengthen and not The paper also reviews in detail regional public spending and
compete with the principles of universal access and solidarity, dgcentralization of social services, providing several
avoiding waste, misuse or non-priority use of resources that redueeommendations on this account. This section concludes by
social equality. Hence the need to minimize costs and maximaealyzing the challenges social services will face in the coming
productivity throughout the system, by simulating marketears, in a context of demographic transition and an aging
conditions and competition, increasing options and transparenggpulation:

Latin America and the Caribbean (17 countries): Change in the Relationship between Social Spending and GDP, by sectors

Social spending / GDP Social spending / GDP
Education Health Social security Housing and social assistance
1990-1991 1996-1997 | 1990-1991 1996-1997 | 1990-1991 1996-1997 | 1990-1991 1996-1997 | 1990-1991 1996-1997

Argentina 17.7 17.9 3.3 3.8 4 41 8.3 8.0 2.1 1.9
Bolivia 6.0 12.0 3.1 5.9 1.2 1.4 1.0 2.7 0.7 2.0
Brazil 19 19.8 3.7 34 3.6 2.9 8.1 10.1 35 34
Chile 13.0 141 2.6 33 21 25 7.0 6.7 1.4 1.7
Colombia 8.1 15.3 3.1 4.4 1.2 3.7 3 5.4 0.8 1.8
Costa Rica 18.2 20.8 4.7 5.8 7.1 7.3 4.4 55 2 2.2
Dominican Rep. 45 6 1.2 2.3 1 14 0.4 0.7 2 1.7
El Salvador 5.4 7.7 21 2.6 1.8 2.8 1.4 2 0.2 0.2
Guatemala 3.3 4.2 1.6 1.7 0.9 0.9 0.7 0.7 0.1 0.9
Honduras 7.8 7.2

Mexico 6.5 8.5 2.6 3.7 3.1 3.6 0.8 1.2
Nicaragua 10.3 10.7 4.9 4.3 4.2 4.4 1.2 1.9
Panama 18.6 21.9 4.7 55 6.1 6.8 5.8 6.6 2 3.1
Paraguay 3 7.9 1.2 3.9 0.3 1.2 1.1 2.6 0.4 0.2
Peru 2.3 5.8

Uruguay 18.7 22.5 2.7 3 32 3.7 12.4 15.3 0.3 0.5
Venezuela 9 8.4 3.4 3.1 15 1.1 24 2.9 1.6 1.2
Simple average 10.1 12.4 3.0 3.8 2.7 3.2 4.2 5.2 1.3 1.6

Source: ECLAC, on the basis of social spending data.




MORE CITIZENSHIP, MORE SOCIAL COHESION

One of the side effects of modernization is Consolidation of the region’s new democracies gives special
the loss of social cohesion. ECLAC arguesimportance to political cooperation in facing the future with
however, that in Latin America and theprojects for sustainable development. This has brought second
Caribbean there is a clear link between the lack of equality with@@neration rights to the fore, to allow people to participate in
a society and low levels of social cohesion. Throughout the regiétgcisions and take on projects in political life and the State.
democracy, economic growth and equality have followed separkt@vever, the institutionalization of democracy crumbles under
paths during the past decade. Many countries face emergif§ fact that a significant part of the population finds itself
problems born of political disillusionment and apathy among théi¥cluded from public debate and decision making.
citizens. Citizenship implies a reciprocal commitment between public
The great challenge for the coming years is to move towargwer and individuals. The former must respect individuals’

more equitable societies. To do so requires achieving a delicatgenomy, allowing them to participate in policy making, and

. . - Provide possibilities for social welfare and productive
balance between economic and social policies and a more far-

. . - . . . opportunities, to the degree that the economy allows this. The
reaching exercise of citizenship. Strengthening citizenshi . ; -
. . . . . ... latter must exercise their ability to pressure so the State meets
improves social cohesion and provides the political legitima

. . commitments referred to above, but at the same time must
necessary to lead profound transformations. Greater equality of _ . T : -
’. R , contribute by participating in the public sphere, to enrich it.

opportunities prevents future discrimination and exclusion, as
well as infusing society with a greater commitment to the rul
of a system perceived to reward merit. :

During the 1990s the region once again began to grow,
although not enough and in a rather volatile fashion, while the By increasing social cohesion, we seek to combine democratic
number of elected governments grew to the highest numberinmprovements and a stronger role for society as the sphere for
history. But unequal distribution of income and opportunitiegommunication and decision making, as well as internationalize
“continues to be acute, if not dramatic”, as the ECLAC papetemocratic rules among different players.
Equality, Development and Citizensliiglicates. Citizens’ security is a sphere in which citizenship and social

In every country, public insecurity is on the rise. In someohesion are intimately linked. One of the most serious aspects
places urban violence has reached critical levels that are reflec@d@rowing urban violence is that its consequences reach far
in vital statistics and the basic dimensions of social relatiofgeyond mere perception, conditioning whole styles of life. To
The most general indicator of violence, the number of homicidé¥rease security, judicial reforms are required to reduce impunity
for every 100,000 inhabitants, shows that from the 1980s to tig§ MOst crimes, to strengthen the system’s ability to control and
mid-1990s, this rate rose throughout the region. punish crimes, and to generate among citizens a general sense of

The improved circulation of symbolic goods contrasts witfaf€ty and trustin governing institutions. _ _
increased concentration of material goods. Higher social spendingTOday’S democracies suffer from their own particular tension.

as a percentage of Gross Domestic Product (GDP) is one of & One hand they're trying to recover or revitalize equality,

, . . . unfjerstood as the inclusion of the excluded. On the other, they’re
decade’s achievements, but it does not mitigate the lack of socia . .
trsylng to support and promote differentiation, understood as

cohesion and integration and growing insecurity among citizens. . . :
: L . cultural diversity, plural values and greater autonomy of subjects.

Leaps forward in productivity for one particular sector of a - .
The need to balance more equal opportunities with respect

nat|onall .economy Fend to go hgnd n har\d with a.growmr%r differences is expressed primarily in the combination of social
productivity gap typical of the Third Industrial Revolution anqalevelopment and cultural affirmation of the region’s ethnic

the enormous number of workers employed informally, which ié‘lroups

many countries is more than half the workforce. The region’s indigenous population has reached some 40
ECLAC underlines the importance of the modern exercise Rfijion to 50 million people, about 8% to 10% of the total. Black
citizenship and its influence over social distribution not onl¥nq Afro-Americans add up to some 150 million people, about
because it includes many of those excluded from politicabos of total population. Poverty, marginality and exclusion are
decision-making, but also and above all because it impacts Qfuctural characteristics marking both indigenous and Afro-
areas that define other kinds of equality: access to justice, American populations.
knowledge and citizens’ security, and a society-wide concern In contrast, there’s growing awareness among citizens of the
about arbitrary discrimination, particularly based on gender rght to diversity and identity, combined with greater support from
ethnic origin. governments for cultural, social and economic righis.

3 Social Cohesion, Indigenous People
and Citizens’ Security




Social Distribution from the Standpoint of Complex
Equality and Citizen Rights

The concept of complex equality has consequences both for the way the
social situation is interpreted and for the aspects suitable for public action.
Different aspects of equality concern different citizen rights and, in turn, open
up possible fields in which the State, or social organizations, can carry out a
distributive function. Equality has symbolic aspects and material aspects that
do not necessarily coincide (for example, access to public debate and access
to consumer goods). There are also aspects of equality that have a greater
systemic effect than others (greater equality of access to high-quality education
as against equality before the law). In turn, different citizen rights and expressions
of citizenship raise different challenges for the distribution of goods and social
opportunities, and also redefine equality in its different aspects.

Objects of social distribution

Distribution of access to
the level of well-being that
society is in a position to
provide given its average
level of productive
development

Distribution of productive
employment, training for
employment and different
productive resources

Distribution of access to
education, knowledge,
information and
communication, which tends
to open up future
opportunities for social
well-being

Distribution of control by
individuals over their own
situation and life plans by
virtue of the power to
influence decisions affecting
the living environment that
forms the setting for this
situation and these plans

Distribution of access to
social networks that
constitute social capital,
promote empowerment and
contribute with social
promotion mechanisms

Distribution of power to
assert one’s own cultural
practices and views of the
world in the framework of
a pluralistic public dialogue

Distribution of “public
voice”, of presence in
political dialogue and in
decision-making

Aspects of equality

Social equality and less
material inequality

Social equality and less
productive inequality

Symbolic equality

“Volitive” equality, also
definable as positive
freedom

“Binding” equality

Equality of “identity”

Political equality

Citizen rights

Social rights and
economic rights

Economic rights and
social rights

Social rights, cultural rights
and new citizenship linked to
the information society and
to the “public-media” sphere

Civil rights (being able to
decide), political rights (being
able to influence) and new
citizenship linked to
negotiating capabilities and
the use of strategic
information

Social rights and new
citizenship (power of
negotiation and association);
citizenship in the

republican sense

Cultural rights and

political rights

Political rights, citizenship in
the republican sense

Source:ECLAC, Social Panorama of Latin America. 1998 edition (LC/G.2050-P), Santiago, Chile,

1999. United Nations publication, Sales No. E.99.11.G.4.
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HOW TO REDUCE THE REGULATORY DEFICIT

Both the quantity and the quality of public utilities have
improved. Privatization throughout the region during the
eighties and nineties produced a significant advance in market
regulation. However, experience shows that this doesn't
always guarantee competition, and that it's necessary to
perfect regulatory frameworks and practice. In some
countries in Latin America and the Caribbean we can see a
regulatory deficit, and in others new challenges have arisen
as a result of maturing markets.

ECLAC finds the most significant regulatory challenges
to be in financial activities, public utilities serving households,
social sectors where public and private agents co-exist,and
in activities with environmental externalities. It believes that
the hasty approach to some privatizations led to oversights
in the design of regulatory norms.Today, government action
often comes up against restrictions resulting from the rights
acquired during the privatization process.

Two important lessons arise from privatization of public
utilities. The first is that “the definition of the regulatory
framework, along with institutional design and
implementation of enforcement bodies should precede
privatization itself. If it doesn’t, reforms may be unstable and
lead to equity transfers and unjustified earnings, sometimes
of enormous proportions”. The second lesson underlines
the importance of drawing a clear line between the functions
of articulating sector policies for development, regulating
and running utilities.

ECLAC found that except for Colombia, none of the
region’s countries have general legislation regulating public
utilities. The prevailing reality is fragmented national laws
with no legal enforcement of the elementary principles
behind public utilities. This leads ECLAC to observe that
utility companies are basically covered by regulation, but
other broader legislation, like laws to defend and promote
competition, or more specific areas like contract law or
natural resource laws governing water, for example, are also
decisive.

In terms of specific regulatory frameworks, ECLAC
suggests that it is appropriate “to build in respect for
minimum principles that permit control of activities and their
related goals: service of appropriate quality and quantity,
reasonable fees, access to information, access to key natural
resources and facilities,and standards governing compulsory
accounting, judicial procedures and conflict-resolution so
as to safeguard transparency and fairness”.

The symbols used in this newsletter represent the various indigenous cultures of the
Americas and some of the milestones in the region’s history. The symbols are engraved on the

outside of the conference rooms at ECLAC headquarters in Santiago, Chile.
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STATISTICAL APPENDIX

Trends in Poverty Indicators during the 1990s
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1 Catalogo de
Publicaciones 2000
(LC/G.2094, Bilingual).
A complete list of ECLAC’s
main periodicals, books,
co-editions, authorwww

2 International
Migration in Latin
America, Demographic

(LC/G.2065-P, Bilingual,
US$6 each or annual
subscription -two issues-
US$10). This issue,
published by the Latin
American and Caribbean
Demographic Center
(CELADE), provides

population census figures for

16 Latin American countries,
the U.S. and Canada,with
summaries including figures

for Cuba, Haiti, Honduras, andcountries, this paper

Dominican Republicwww

3 Desarrollo social,

reforma del Estado y de

la seguridad social, al
umbral del siglo XXI, by
Carmelo Meso-Lago.
Politicas Sociales Series
No. 36, (LC/L.1249-P,
Spanish, US$10). This

comparative study evaluates

the costs and benefits of
changes to social security
throughout Latin America
and how effectively they
counteracted the hardships
resulting from economic
crises in the eighties, and
distributed the benefits of

4 Marcos regulatorios e

institucionales
ambientales de América
Latina y el Caribe en el
contexto del proceso de
reformas macroeconémicas
1980-1990, by Guillermo
Acufia. Medio Ambiente y 0
Desarrollo Series No. 20, e
(LC/L.1311-P, Spanish,
US$10). Using case studies
for nine Latin American
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6 Achieving educational
quality: What schools
identifies the main features teach us by Beverley
of new laws and institutions Carson. Desarrollo
created during the nineties Productivo Series No. 64,
to handle environmental (LC/L.1279-P, English,
standards and issuwww US$10). A quantitative
macro and qualitative micro
analysis of schools in Chile’s
special P-900 program (for
poorest schools) and a
proposal for upgrading
educational qualitywww

5 Crisis Bancarias:

causas, costos,
duracién, efectos y
opciones de politicaby
Juan Amieva Huerta and
Bernardo Urriza Gonzalez.
Politica Fiscal Series No. To order-
108, (LC/L.1324-P, Spanish, pjstribution Unit, ECLAC
US$10). Compares the Casilla 179-D,
relative effectiveness and  Santiago, Chile
costs of measures applied in e .("_:’6'2) 210 - 2069
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